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SUBJECT: AMERICAN AIRLINES FARE INCREASE 
REF: A) BRIDGETOWN 1999 B) BRIDGETOWN 2010 

1 . ARCHER CORRECT THAT PARA 8(B) OF MOU REQUIRES PRIOR 
APPROVAL BY BARBADOS ATLA BEFORE AA CAN ALTER FARES. 
HOWEVER, AA VICE PRESIDENT COLLINS ALSO CORRECT IN CITING 
DIFFICULTIES THAT PRICE ROLLBACK WOULD CREATE FOR RATE 
STRUCTURE ELSEWHERE IN CARIBBEAN. 

2. BACKGROUND TO CURRENT AA RATE IS AS FOLLOWS: AIRLINES 
SERVING THE CARIBBEAN REACHED AGREEMENT IN IATA FOR RATE 
LIMITED OFFICIAL USE 
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ADJUSTMENTS AND THIS IATA AGREEMENT WAS SUBMITTED TO CAB 
FOR APPROVAL. THE BOARD, HOWEVER, DISAPPROVED THE AGREE- 
MENT. THE AIRLINES THEN FILED TARIFFS INDIVIDUALLY WITH 
THE BOARD WHICH WERE RESPONSIVE TO THE BOARD S OBJECTIONS 
TO THE IATA AGREEMENT AND THE BOARD APPROVED THESE TARIFF 
FILINGS. THE POINT TO EMPHASIZE IS THAT THESE TARIFFS 
CANNOT BE CONSIDERED IN ISOLATION; A CHANGE IN ONE WOULD 
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AFFECT RATE STRUCTURES ELSEWHERE IN THE CARIBBEAN. A 

UNILATERAL FARE REDUCTION BY AA DEMANDED BY THE BARBADIANS 
WOULD UNDOUBTEDLY TRIGGER SIMILAR RESPONSES ELSEWHERE, 

AND COULD VERY LIKELY RESULT IN ANOTHER ROUND OF BEGGAR- 
THY NEIGHBOR TYPE FARE REDUCTIONS IN THE CARIBBEAN. 

3. AS CONSEQUENCE THESE PRACTICAL PROBLEMS, EMBASSY 
SHOULD USE ITS GOOD OFFICES TO REQUEST BARBADIAN AUTHORI- 
TIES TO PERMIT AA TO CONTINUE OFFER CURRENT FARES IN US 
PENDING PROMPT AA SUBMISSION OF COST IUSTIFICATION DATA 
AND BARBADIAN EVALUATION OF THAT JUSTIFICATION. THE CAB 
BELIEVES THAT THE AA JUSTIFICATION IS SOUND. 

4. IF AA JUSTIFICATION FOR FARE INCREASE NOT ACCEPTED 

BY ATLA AND BARBADIANS CONTINUE TO DEMAND AA STOP CHARGING 
HIGHER FARES, THEN USG WOULD WISH CONSULT WITH GOB TO 
ATTEMPT RESOLVE MATTER. CHRISTOPHER 
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